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SWELLENDAM MUNICIPALITY 

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 
GENERAL INFORMATION 


NATURE OF BUSINESS 

Swellendam Municipality is a local municipality performing the functions as set out in the Constitution, (Act no 105 of 1996) 

COUNTRY OF ORIGIN AND LEGAL FORM 

South African Category B Municipality (Local Municipality) as defined by the Municipal Structures Act. (Act no 1 17 of 1 998) 

JURISDICTION 

The SwelJendam MunicipaJity includes the following geographical areas: 

SweWendam 

Barrydafe 

Suurbrak 

Buffefjagrsivier 

Malagas 

Infanta 

MAYOR 
Mrj, Jansen 

MAYORAL COMMITTEE 

Mr J. Jansen - Executive Mayor 
Mr M J. Koch ~ Deputy Mayor 
Mr J. du Toit Loubser - Speaker 
MrP. Kees - Member 

(ACTING) MUNICIPAL MANAGER 

MrN, Net 

CHIEF FINANCIAL OFFICER 

Mr W.S. DetO 

REGISTERED OFFICE 

49 Voortrek Street 

SWELLENDAM 

6740 

AUDITORS 

Offfce Of the Auditor General (WC), 

Private Bag XI . 

Chempet, 7442 

PRINCIPLE BANKERS 

FNB Swellendam, P.O. Box 10, Swellendam 

ATTORNEYS 

PoweUKetiy Veldman, P O. Box ffi, Swellendam 

RELEVANT LEGISLATION 

Municipai Finance Management Act (Act no 56 of 2003) 

Division of Revenue Act 
The Income Tax Act 
Value Added Tax Act 

Municipal Structures Act (Act no 1 17 of 1990) 

Municipal Systems Act (Act no 32 of 2000) 

Municipai Planning and Perfonnance Management Regulations 
Water Services Act (Act no 108 of 1997) 

Housing Act (Act no 107 of 1997) 

Municipal Property Rates Act (Act no 6 of 2004) 

Electricity Act (Act no 41 of19S7) 

Skills Development Levies Act (Act no 9 of 1999) 

ErnpEoyment Equity Act (Act no 55 of 1 99S) 

Unemployment Insurance Act (Act no 30 of 1966) 

Basic Conditions of Employment Act (Act no 75 of 1997) 

Supply Chain Management Regulations, 2005 
Collective Agreements 
Infrastructure Grants 
SALBC Leave Regulations 
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SWELLENDAM MUNICIPALITY 

MEMBERS OF THE SWELLENDAM MUNICIPALITY 


WARD 


COUNCILLOR 


1 

2 

3 

4 

5 

Proportional 

Proportional 

Proportional 

Proportional 

Proportional 


Mr J. du Toit Loubser 
Mr P, Kees 
MrA.R. Thompson 
MrJ.K Zass 
Mr J, Jansen 
Ms DP. Mtila 
Mr J.A. Matthysen 
Mr MJ. Koch 
Mr D. Govender 
Mr S.S. Njwaylse 


APPROVAL OF FINANCIAL STATEMENTS 

i am responsible for the preparation of these annual financial statements, which are set out 
on pages 1 to 54 in terms of Section 126 (1) of the Municipal Finance Management Act and 
which I have signed on behalf of the Municipality. 


11 September 2009 

MrN. Nel Date 

(Acting) Municipal Manager 
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SWELLENDAM MUNICIPALITY 


STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2009 


NET ASSETS AND LIABILITIES 
Net Assets 

Housing Development Fund 
Capital Repiacement Reserve 
Accumulated Surp]us/( Deficit) 

Non-Current Liabilities 

Long-term Liabilities 

Current Liabilities 

Consumer Deposits 
Trade and other payables 

Unspent Conditional Government Grants and Receipts 
Taxes 

Cash and Cash Equivalents 
Current Portion of Long-teinn Liabilities 

Total Net Assets and Liabiiities 
ASSETS 

Non-Current Assets 

Property, Plant and Equipment 
Intangible Assets 
Investment Property 
Long-Term Receivables 

Current Assets 

Inventory 

Trade Receivables from exchange transactions 
Other Receivables from non-exchange transactions 
Taxes 

Unpaid Conditional Government Grants and Receipts 
Current Portion of Long-term Receivables 
Cash and Cash Equivalents 

Total Assets 


Notes 2009 2008 

R R 


37,132,606 81,194,818 


2 

3 

3,865,581 

7,306,578 

75,960,448 

3,675,728 

6,974,425 

70,544,664 


17,397,303 

16,674,232 

4 

17,397,303 

16,674,232 


20,892,333 

9,326,448 

5 

915,264 

854,302 

6 

11,130726 

5,298,172 

7 

7,585,451 

2,128.314 

8 

- 

399.795 

16 

343,631 

- 

4 

917,261 

645,863 


125,422,242 

107,195,496 



92,495,472 

73.876,345 

9 

89.175,569 

70,457.684 

10 

40,483 

80,966 

11 

2.503,635 

2,508.635 

12 

770786 

829,060 


32,926,770 

33,319,151 

13 

236.322 

408,629 

14 

11,450.151 

8.690,258 

16 

524.477 

5,242,202 

a 

706,682 

- 

7 

- 

89,875 

12 

1.239 

3,565 

16 

20.001,900 

18.884,621 


125,422,242 107,195,498 
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SWELLENDAM MUNICIPALITY 


STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2009 



Notes 

2009 

2Q0S 



R 

R 

REVENUE 




Revenue from Non-exchange Transactions 


45,999,637 

29,871,966 

Taxation Revenue 


15,815,252 

14,469,984 

Property taxes 

17 

15,815,252 

14,469.984 

Transfer Revenue 


26,644,807 

12,473,986 

Government Grants and Subsidies 

18 

26,644,807 

12,473,986 

Other Revenue 


3,539,578 

2*927,996 

Fines 


3,539,578 

2,927,996 

Revenue from Exchange Transactions 


52,625,354 

43,514,525 

Service Charges 

19 

44.612,000 

36.543.969 

Rentai of FaciEities and Equipment 


r053,824 

874,152 

interest Earned - external investments 


1,846,658 

2.224.660 

Interest Earned - outstanding debtors 


1 .777,430 

1,286.263 

Licences and Permits 


1,013,752 

1 .020,873 

Income for Agency Services 


713,549 

619,209 

Other income 

20 

1,608,140 

945,399 

Totai Revenue 


98,624,991 

73*386,490 

EXPENDITURE 




Employee related costs 

21 

30,417,150 

24,914,488 

Remuneration of Counciiiors 

22 

2,331,712 

2,119,543 

Debt Impairment 

23 

11,610.520 

- 

Depreciation and Amortisation 


6,977,854 

7,096,910 

Repairs and Maintenance 


11,082,648 

10,262,898 

Finance Charges 

24 

1,793,737 

1,682,406 

Bulk Purchases 

25 

13,669,656 

10.121,125 

Other Operating Grant Expenditure 


2,844.246 

2.246,318 

General Expenses 

26 

12,014,502 

9,339,874 

Total Expenditure 


92,742*026 

67*783,563 

Operating Surplus for the Year 


5,882*966 

5,602,927 

Gain on disposal of Property. Plant and Equipment 


54,823 

6,452.787 

NET SURPLUS/(DEFICiT) FOR THE YEAR 


5*937*789 

12*055*714 


Refer to Appendix E(1 ) for explanation of variances 


Page 4 


SWELLENDAM MUNICIPALITY 
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SWELLENDAM MUNICIPALITY 


CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2009 


CASH FLOW FROM OPERATING ACTIVITIES 

Cash receipts from ratepayers, government and other 
Cash paid to suppliers and employees 

Cash generated/(absorbed) by operations 
Interest Received 
Interest Paid 

Net Cash from Operating Activities 
CASH FLOW FROM INVESTING ACTIVITIES 

Purchase of Property, Plant and Equipment 
Proceeds on Disposal of Fixed Assets 
(lncrease)/Decrease in Intangible Assets 
(Increase)/Decr6ase in Long-term Receivables 

Net Cash from Investing Activities 
CASH FLOW FROM FINANCING ACTIVITIES 

New loans raised /(repaid) 
lncrease/(Decrease) in Consumer Deposits 

Net Cash from Financing Activities 

NET INCREASE/(DECREASE) IN CASH AND CASH 
EQUIVALENTS 

Cash and Cash Equivalents at the beginning of the year 
Cash and Cash Equivalents at the end of the year 

NET INCREASE/(DECREASE) IN CASH AND CASH 
EQUIVALENTS 


Notes 

2009 

R 

2008 

R 


86,330,174 

(61,125,046) 

73,466.955 

(64,976,722) 

29 

25,205,128 

1,846,658 

(1,793,737) 

8,492,233 

2,224,660 

(1,682.406) 


25,268,050 

9,034,486 


(25,655,255) 

54,823 

60,601 

(10,726,916) 

6.452,787 

(121.449) 

61,208 


(25,539,832) 

(4,334,370) 


994,468 

60,962 

2,337,155 

144,729 


1,055,431 

2,481,884 


773,648 

7,182,000 

30 

18,884,621 

19,658,269 

11.702.621 

18.884.621 


773,648 

7,182,000 
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Accounting Policy for Swellendam Municipality for the year ended 30 June 2009 
Page 7 

Summary of significant accounting policies for the year ended 30 June 2009 

The principal accounting policies applied in the preparation of these financial statements are set out 
below. The accounting policies applied in the previous year was based on the standards laid down by 
the Institute of Municipal Financial Officers in the Code of Practice (1997) and Report of Published 
Annual Financial Statements {2nd edition), January 1996. 

A reconciliation for the change in the accounting policies is listed in Note 28. 

1.1 Basis of preparation 

The financial statements have been prepared in accordance with the Standards of Generally 
Recognised Accounting Practices (GRAP) prescribed by the Minister of Finance in terms of: 

• General Notice 991 of 2005, issued in Government Gazette no. 28095 of 15 December 
2005; and 

• Genera/ Notice 992 of 2005, issued in Government Gazette no. 28095 of 7 December 
2005. 

The Standard comprise of the following: 


GRAP1 

Presentation of Financial Statements 

GRAP 2 

Cash Flow Statements 

GRAP 3 

Accounting policies, changes in accounting estimates and errors 

GRAP 4 

The Effects of changes m Foreign Exchange Rates 

GRAP 5 

Borrowing Costs 

GRAP 6 

Consolidated and Separate Financial Statements 

GRAP 7 

Investments in Associate 

GRAP 8 

Interests in Joint Ventures 

GRAP 9 

Revenue 

GRAP 10 

Financial Reporting in Hyperinflationary Economies 

GRAP 11 

Construction Contracts 

GRAP 12 

Inventories 

GRAP 13 

Leases 

GRAP 14 

Events after the reporting date 

GRAP 16 

Investment property 

GRAP 17 

Property, Plant and Equipment (PPE) 

GRAP 19 

Provisions, Contingent Liabilities and Contingent Assets 

GRAP 100 

Non-current assets held for sale and discontinued operation 

GRAP 101 

Agricultural 

GRAP 102 

intangible assets 


Accounting policies for material transactions, events or conditions not covered by the above 
GRAP and GAMAP Standards have been developed in accordance with paragraphs 7, 11 and 
12 of GRAP 3. These accounting policies and the applicable disclosures have been based on 
the South African Statements of Generally Accepted Accounting Practices (SA GAAP) 
including any interpretations of such Statements issued by the Accounting Practices Board, 


Accounting Policy for Swellendam Municipality for the year ended 30 June 2009 
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The Minister of Finance has, in terms of General Notice 522 of 2007 exempted compliance with 
certain of the above mentioned standards and aspects or parts of these standards. Details of 
the exemptions applicable to the municipality have been provided elsewhere in the accountinp 
policies or in the notes to the annual statements. 

A summary of the significant accounting policies, which have been consistently applied except 
where an exemption has been granted, are disclosed below. 

The Minister of Finance has, in terms of General notice 552 of 2007 exempted compliance with 
the following requirements of GRAP 3 (Accounting Policies, Changes of Accounting Estimates 
and Errors): 

• Identification and impact of GRAP standards that have been issued but are not yet 
effective and changes to accounting policies. [Paragraphs 14, 19 and 30-31] 

The Minister of Finance has, in terms of General notice 552 of 2007 exempted compliance with 
the following requirements of AC 142 (Non-current Assets held for Sale and Discontinued 
Operations): 

• Classification, measurement and disclosure of non-current assets held for sale, 
[paragraphs G-14, 15-29 (in so far as it relates to non-current assets held for sale), 38- 
42] 

The Minister of Finance has, in terms of General notice 552 of 2007 exempted compliance with 
AC 109 (Construction Contracts) in its entirety. 

Comparative figures have been restated as far as is practical to take cognisance of changes in 
Accounting Standards. 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is 
permitted or required by a Standard of GAIWAP or GRAP, 

In terms of Directive 4: “Transitional Provisions for Medium and Low Capacity Municipalities” 
issued by the Accounting Standards Board the municipality has adopted the transitional 
provisions for the following GRAP Standards: 

GRAP 12 - Inventories; 

GRAP 13 - Leases; 

GRAP 16 - Investment Property; 

GRAP 17 - Property, Plant and Equipment; 

GRAP 1 9 - Provisions, Cor\tingent Liabilities and Contingent Assets; 

GRAP 100 - Non-current Assets Held for Sale and Discontinued Operations; 

GRAP 1 02 - Intangible Assets. 

1.2 Presentation currency 

Amounts reflected in the financial statements are in South African Rand and at actual values. 
No financial values are given in an abbreviated display format. No foreign exchange 
transactions are included in the statements. 

1.3 Going concern assumption 

These annual financial statements are prepared on the basis that the municipality will remain a 
going concern for the foreseeable future. 

1.4 Comparative Information 

Budget information in accordance with GRAP 1, has been provided in an annexure to these 
financial statements and forms part of the audited annual financial statements. 
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When the presentation or classification of items in the annual financial statements is amended, 
prior period comparative amounts are restated, unless a standard of GRAP does not require 
the restatements of comparative information. The nature and reason for the reclassification is 
disclosed. Where material accounting errors have been identified in the current year, the 
correction is made retrospectively as far as is practicable, and the prior year comparatives are 
restated accordingly. Where there has been a change in accounting policy in the current year, 
the adjustment is made retrospectively as far as is practicable, and the prior year comparatives 
are restated accordingly, 

1.5 Standards, Amendments to Standards and Interpretations Issued But Not Yet Effective 


The following GRAP standards have been issued but are not yet effective and have not been 
early adopted by the municipality: 


GRAP 18 

Segment Reporting 

GRAP 21 

Impairment of non-cash-generating assets 

GRAP 23 

Revenue from Non-Exchange Transactions {Taxes and Transfers) 

GRAP 24 

Presentation of Budget Information in Financial Statements 

GRAP 26 

Impairment of cash-generating assets 

GRAP 103 

Heritage Assets 


1.6 Foreign currency transactions 

The Municipality will not incur a foreign currency liability other than that allowed by the MFMA. 

1.7 Housing Development Fund 

The Housing Development Fund was established in terms of the Housing Act, (Act No. 107 of 
1997). Loans from National and Provincial Government, used to finance housing selling 
schemes undertaken by the Municipality, were extinguished on 1 April 1998 and transferred to 
the Housing Development Fund. Housing selling schemes, both completed and in progress as 
at 1 April 1998, were also transferred to the Housing Development Fund. In terms of the 
Housing Act, all proceeds from housing developments, which include rental income and sale of 
houses, must be paid into the Housing Development Fund. Monies standing to the credit of the 
Housing Development Fund can be used only to finance housing developments within the 
municipal area subject to the approval of the Provincial MEC responsible for housing. 

1.8 Reserves 

1.8.1 Capital Replacement Reserve ( CRR) 

In order to finance the provision of infrastructure and other items of property, plant and 
equipment from internal sources, amounts are transferred from the accumulated 
surplus / (deficit) to the CRR as determined by management. The cash in the CRR can 
only be utilized to finance items of property, plant and equipment. The CRR is reduced 
and the accumulated surplus / (deficit) credited by a corresponding amount when the 
amounts in the CRR are utilized. 

The CRR may only be utilized for the purpose of purchasing/ construction of items of 
property, plant and equipment and may not be used for the maintenance of these 
items. 

1.8.2 Revaluation Reserve 

The surplus arising from the revaluation of land and buildings is credited to a non- 
distributable reserve. Land and buildings are revalued ever every four years. The 
revaluation surplus is realised as revalued buildings are depreciated, through a transfer 
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from the revaluation reserve to the accumutated surplus/ (deficit). On the disposal the 
net revaluation surplus is transferred to the accumulated surplus/(deficit) while gains 
and losses on disposal, based on current values, are credited or charged to the 
Statement of Financial Performance. 


1.9 Leases 

1 .9.1 Municipality as Lessee 

Leases are classified as finance leases where substantiaHy all the risks and rewards 
associated with ownership of an asset are transferred to the municipality. Transfer of 
ownership is not required to be recognised as a finance lease. Property, plant and 
equipment or intangible assets subject to finance lease agreements are initially 
recognised at the lower of the asset’s fair value and the present value of the minimum 
lease payments. The corresponding liabilities are initially recognised at the inception of 
the lease and are measured as the sum of the minimum lease payments due in terms 
of the lease agreement, discounted for the effect of interest. In discounting the lease 
payments, the municipality uses the interest rate that exactly discounts the lease 
payments and unguaranteed residual value to the fair value of the asset plus any direct 
costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance 
with the stated accounting policies applicable to property, plant and equipment or 
intangibles. The lease liability is reduced by the lease payments, which are allocated 
between the lease finance cost and the capital repayment using the effective interest 
rate method. Lease finance costs are expensed when incurred. The accounting 
policies relating to derecognition of financiai instruments are applied to lease payables. 

Operating leases are those leases that do not fall within the scope of the above 
definition. Operating lease rentals are recognised on a straight-line basis over the term 
of the rel evant lease. 

The Minister of Finance has, in terms of General notice 522 of 2007 exempted 
compliance with AC 105 (Leases) with regards to the recognition of operating lease 
payments /receipts on a straight-line basis if the amounts are recognised on the basis 
of the cash flows in the iease agreement (IAS 17.33 - 34 and 5£? - 51 and SAiCA 
circular 12/06 paragraphs 8-11} 

1 .8.2 Municipality as Lessor 

Under a finance lease, the municipality recognises the lease payments to be received 
in terms of a lease agreement as an asset (receivable). The receivable is calculated 
as the sum of all the minimum lease payments to be received, plus any unguaranteed 
residual accruing to the municipality, discounted at the interest rate implicit in the lease. 
The receivable is reduced by the capitaf portion of the lease instalments received, with 
the interest portion being recognised as interest revenue on a time proportionate basis. 
The accounting policies relating to derecognition and impairment of financial 
instruments are applied to lease receivables. 

Rental income from operating leases is recognised on a straight-line basis over the 
term of the relevant lease. 

1.10 Unspent Conditional Grants 

Unspent conditional grants are liabilities that are separately reflected on the Statement of 
Financial Position. They represent unspent government grants, subsidies and contributions 
from the public. 
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1.11 Provisions 

Provisions are recognised when the municipality has a present or constructive obligation as a 
result of past events, it is probable that an outflow of resource embodying economic benefits 
will be required to settle the obligation and a reliable estimate of the provision can be made. 
Provisions are reviewed at reporting date and adjusted to reflect the current best estimate. 
Where the effect is material, non-current provisions are discounted to their present value using 
a discount rate that reflects the market’s current assessment of the time value of money, 
adjusted for risks specific to the liability (for example in the case of obligations for the 
rehabilitation of land). 

The municipality does not recognise a contingent liability or contingent asset. A contingent 
iiability is disclosed unless the possibility of an outflow of resources embodying economic 
benefits is remote, A contingent asset is disclosed where an infiow of economic benefits is 
probable. 

Future events that may affect the amount required to settle an obligation are reflected in the 
amount of a provision where there is sufficient objective evidence that they will occur. Gains 
from the expected disposal of assets are not taken into account in measuring a provision. 
Provisions are not recognised for future operating losses. The present obligation under an 
onerous contract !s recognised and measured as a provision, 

1.12 Employee Benefits 

(a) Pension obligations 

The municipality contributes to the following post retirement funds - Cape Joint Pension 
fund. Cape Joint Retirement fund and SAMWU Retirement fund which provides for 
retirement benefits to its employees. 

For defined contribution plans, the municipality pays contributions to publicly or privately 
administered pension insurance plans on a mandatory, contractual or voluntary basis. The 
contributions are recognized as employee benefit expenses when they are due. Prepaid 
contributions are recognized as an asset to the extent that a cash refund or reduction in the 
future payments is available. 

(b) Post Retirement Medical obligations 

The municipality provides post-retirement medical benefits by subsidizing the medical aid 
contributions of certain retired staff according to the rules of the medical aid funds. Councii 
pays 70% as contribution and the remaining 30% are paid by the members. The 
entitlement to these benefits is usually conditional on the employee remaining in service up 
to retirement age and the completion of a minimum service period. The expected costs of 
these benefits are accrued over the period of employment using the same accounting 
methodology as used for defined benefit pension plans. 

Actuarial gains and losses arising from the experience adjustments and changes in 
actuarial assumptions, is charged or credited to the Statement of Financial Performance in 
the period that it occurs. These obligations are valued periodically by independent qualified 
actuaries. 

(c) Long Service awards 

Long service awards are provided to employees who achieve certain pre-determined 
milestones of service within the municipality. The municipality’s obligation under these 
plans is valued by independent qualified actuaries periodically and the corresponding 
iiability is raised. Payments are set-off against the liability, including notional interest, 
resulting from the valuation by the actuaries and are charged against the Statement of 
Financial Performance as employee benefits upon valuation. 
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( d) Accrued Leave Pay 


Liabrlities for annual leave are recognised as they accrue to employees. The liability is 
based on the total amount of leave days due to employees at year end and also on the total 
remuneration package of the employee. 

The Minister of Finance has, in (en7?s of General notics 552 of 2007 exempted compliance with 
AC 116 (Employee Benefits) with regards to defined benefit accounting as far as it relates to 
defined benefit plans accounted for as defined contribution plans and the defined benefit 
obiigation disclosed by narrative information, (paragraphs 29, 48-119, 120A(c) - (q)} 

1,13 Property, Plant and Equipment 

1,13,1 Initial Recognition 

Property, plant and equipment are tangible non-current assets (including infrastructure 
assets) that are held for use in the production or supply of goods or services, rental to 
others, or for administrative purposes, and are expected to be used during rnore than 
one year. Items of property, plant and equipment are initially recognised as assets on 
acquisition date and are initially recorded at cost. The cost of an item of property, plant 
and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended 
by the municipality. Trade discounts and rebates are deducted in arriving at the cost. 
The cost also includes the necessary costs of dismantling and removing the asset and 
restoring the site on which it is located. 

When significant components of an item of property, plant and equipment have different 
useful lives, they are accounted for as separate items (major components) of property, 
plant and equipment. 

Where an asset is acquired by the municipality for no or nominal consideration {i.e. a 
non-exchange transaction), the cost is deemed to be equal to the fair value of that asset 
on the date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non- 
monetary asset or monetary assets, or a combination of monetary and non-monetary 
assets, the assets acquired is initially measured at fair value (the cost). It the acquired 
item's fair value was not determinable, ifs deemed cost is the carrying amount of the 
asset(s) given up. 

Major spare parts and servicing equipment qualify as property, plant and equipment 
when the municipality expects to use them during more than one period. Similarly, If the 
major spare parts and servicing equipment can be used only in connection with an item 
of property, plant and equipment, they are accounted for as property, plant and 
equipment. 

1.13*2 Subsequent Measurement ~ Revaluation Model 

Subsequent to initial recognition, Property, Plant and Equipment are carried at a 
revalued amount, unless otherwise stated in the relevant Notes to the Financial 
Statements, being its fair value at the date of revaluation less any subsequent 
accumulated depreciation and impairment losses. 

An increase in the carrying amount of an asset as a result of a revaluation is credited 
directly to a revaluation surplus reserve, except to the extent that it reverses a 
revaluation decrease of the same asset previously recognised in surplus or deficit. 
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A decrease in the carrying amount of an asset as a result of a revaluation is recognised 
in surplus or deficit, except to the extent of any credit balance existing in the revaluation 
surplus in respect of that asset. 

1.13.3 Subsequent Measurament - Cost Model 

Subsequent to initial recognition, items of property, plant and equipment are measured 
at cost less accumulated depreciation and impairment losses. Land is not depredated 
as It is deemed to have an indefinite useful life. 

Where the municipality replaces parts of an asset, it derecognises the part of the asset 
being replaced and capitalises the new component. Subsequent expenditure incurred 
on an asset is capitalised when it increases the capacity or future economic benefits 
associated with the asset. 

1.13.4 Depreciation and Impairment 

Depreciation is calculated on the depreciable amount, using the straight-line method 
over the estimated useful lives of the assets. Components of assets that are significant 
in relation to the whole asset and that have different useful lives are depreciated 
separately. The annual depreciation rates are based on the following estimated useful 
lives 



Years 

Infrastructure 


Roads and Paving 

10-25 

Pedestrian Malls 

20 

Electricity 

20-30 

Water 

16-20 

Sewerage 

15-20 

Housing 

30 

Communitv 


Buildings 

30 

Recreational Facilities 

20-30 

Security 

5 

Halls 

30 

Libraries 

30 

Parks and gardens 

15-20 

Other assets 

15-20 

Heritaae Assets and Land 


Heritage Assets 

50-lnfmite 

Land 

Infinite 

Finance lease assets 


Office equipment 

3 

Other assets 

5-6 


other 

Years 

Buildings 

30 

Specialist vehicles 

10-20 

Other vehicles 

5-7 

Office equipment 

3-7 

Furniture and fittings 

5-15 

Watercraft 

15 

Bins and containers 
Specialised plant and 

5 

Equipment 

Other plant and 

5-15 

Equipment 

2-5 

Landfill sites 

20 

Quarries 

25 

Emergency equipment 

5-15 

Computer equipment 

5 


1 .13.5 De-recognition 


Items of property, plant and equipment are derecognised when the asset is disposed or 
when there are no further economic benefits or service potential expected from the use 
of the asset. The gain or loss arising on the disposal or retirement of an item of property, 
plant and equipment is determined as the difference between the sales proceeds and 
the carrying value and is recognised in the Statement of Financial Performance. 


The MImster of Finance has, in terms of General notice 522 of 2007 exempted compliance mih 
the following requirements of GAMAP 17 (Property, Plant and Equipment) for the municipality: 
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• Review of useful life of item of PPE recogfn/sed in the annual financial statements. 
[Paragraphs 59-61 and 77] 

• Review of the depreciation method applied to PPE recognised in the annual financial 
statements. [Paragraphs 62 and 77] 

• impairment of non-cash generating assets. [Paragraphs 64-69 and 75(e)(v) - (vi)] 

• Impairment of cash generating assets. [Paragraphs 63 and 75(e)(v) - (vi)] 

1.14 Intangible Assets 

1.14.1 Initial Recognition 

An intangible asset is an identifiable non-monetary asset without physical substance. 
Examples include computer software, licences and development costs. The 
municipality recognises an intangible asset in its Statement of Financial Position only 
when it is probable that the expected future economic benefits or service potential that 
are attributable to the asset will flow to the municipality and the cost or fair value of the 
asset can be measured reliably. 

Internally generated intangible assets are subject to strict recognition criteria before 
they are capitalised. Research expenditure is never capitalised, while development 
expenditure is only capitalised to the extent that: 

• the municipality intends to complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

• the municipality has the resources to complete the project; and 

• it is probable that the municipality will receive future economic benefits or service 
potential. 

Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired by the municipality for no or nominal 
consideration {i.e. a non exchange transaction), the cost is deemed to be equal to the 
fair value of that asset on the date acquired. 

Where an intangible asset is acquired in exchange for a non-monetary asset or 
monetary assets, or a combination of monetary and non-monetary assets, the asset 
acquired is initially measured at fair value (the cost). If the acquired item’s fair value 
was not determinable, it’s deemed cost is the carrying amount of the asset(s) given up. 

1.14.2 Subsequent Measurement - Cost Model 

Intangible assets are subsequently carried at cost less accumulated amortisation and 
impairments. The cost of an intangible asset is amortised over the useful life where 
that useful life is finite. Where the useful life is indefinite, the asset is not amortised but 
is subject to an annual impairment test. 

1.14.3 Amortisation and impairment 

Amortisation is charged so as to write off the cost or valuation of intangible assets over 
their estimated useful lives using the straight line method. The annual amortisation 
rates are based on the following estimated useful lives: 

Intangible Assets Years 

Computer Software 3 

1.14.4 De-recognition 

Intangible assets are derecognised when the asset is disposed or when there are no 
further economic benefits or service potential expected from the use of the asset. The 
gain or loss arising on the disposal or retirement of an intangible asset is determined 
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► the difference between the sales proceeds and the 
the Statement of Financial Performance 


carrying value and is recognised 


The Minister of Finance has, 
oompiiance with the foiiowing 
municipality: 


m terms of General notice 522 of 2007 exempted 
requfrements of AC 129 (Intangible Assets) for the 


The^mumapahty does not have any intangible assets for software and websi 


conipliancewifhAcl2?(lXirmenZ7AsZtS^^^^^ exempteof 

1.15 Investment Property 

1.15.1 Initial Recognition 

P'°P®'^yJ"‘='udes property (land or a biiflding, or part of a buildinq or both 
land and butidtngs held under a finance lease) held to earn rentals aS ft caS 
appreciation, rather than held to meet service delivery objectives the producS o 

measutes investment property at cost indudinq 
t ansaction costs once it meets the definition of investment property However where 

acauirS^Ji? P^P®'^^ acquired through a non-exchange transaction (i.e where it 
at rSte of acqSn 

made to or from investment property only when there is a change in use 
o transfer from investment property to owner occupied properly the deemed cost 
for subsequent accounting is the fair value at the date of change in use 7f IneJ 

investment property, the municipality accounts for such 

to tho date Tse. “P 

The cost of self-constructed investment property is the cost at date of completion. 

1.15.2 Subsequent Measurement - Cost Model 

Investment property is measured using the cost model. Under the cost model 
investment property is carried at its cost at the reporting date. 

1.15.3 De-recognition 

derecognised when it is disposed or when there are no further 
omic benefits expected from the use of the investment property. The gain or loss 
arising on the disposal or retirement of an item of investment property is determined as 

the proceeds and the carrying value and is recognised in 

the Statement of Finanaal Performance. ^ 

oi^Bnance has in terms of Genera! notice 522 of 2007 exempted compliance with 
the following requirements of AC 135 (Investment Properties) for the mumopaA'fy.- 

The entire standard to the extent that the property is accounted for in terms of GAMAP 
17, The municipality applied this exemption in that it accounts for Investment Properties 
as part of Property, Plant and Equipment in terms of GAMAP 1 7, 
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• Disclosure of the fair value of investment property if the cost model is applied and where 

the municipality has recognised the investment property in terms of this standard (IAS 
40.79(e)(i) - (iii)) 


1.16 Impairment of Assets 

At each Statement of Financial Position date the municipality reviews the carrying amounts of 
its assets, other than inventories, to determine whether there is any indication that those assets 
have suffered an impairment loss. If any such indication exists, the recoverable amount of the 
asset is estimated in order to determine the extent of the impairment loss. Where it is not 
possible to estimate the recoverable amount of an individual asset, the municipality estimates 
the recoverable amount of the cash-generating unit to which the asset belongs. 

Assets that have an indefinite useful life are not subject to amortisation and are tested annually 
for impairment. Assets that are subject to amortisation are reviewed for impairment whenever 
events or changes in circumstances indicate that the cairying amount may not be recoverable. 
An impairment loss is recognised for the amount by which the asset's carrying amount exceeds 
its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs 
to sell and value in use. Non-financial assets other than goodwill that suffered impairment are 
reviewed for possible reversal of the impairment at each reporting date. 

Where an impairment loss subsequently reverses, the carrying amount of the asset is 
increased to the revised estimate of its recoverable amount, but so that the increased carrying 
amount does not exceed the carrying amount that would have been determined had no 
impairment loss been recognised for the asset in prior years. A reversal of an impairment loss 
is recognised immediately in the Statement of Financial Performance, unless the asset is 
carried at a revalued amount, in which case the reversal of the impairment is treated as a 
Revaluation Reserve increase. 

The Minister of Finance has, in terms of General notice 522 of 2007 exempted comp//ance with 
AC 128 (Impairment of Assets) in its entirety. 

1.17 Inventories 

Inventories consist of consumables and are stated at the lower of cost and net realizable value. 
Cost is determined using the weighted average cost method. Net realizable value is the 
estimated selling price in the ordinary course of business, less applicable variable selling 
expenses. 

Unsold properties are valued at the lower of cost and net realisable value on a weighted 
average cost basis. Direct costs are accumulated for each separately identifiable development. 

Redundant and slow-moving inventories are identified and written down from cost to net 
realisable value with regard to their estimated economic or realisable values. Consumables are 
written down with regard to their age, condition and utility. 

The Minister of Finance has, in terms of General notice 522 of 2007 exempted compliance with 
the following requirements of GAMAP 12 (Inventories): 

• The entire standard as far as it relates to immovable capital assets inventory that is 
acco unfed for in terms of GAMAP 17. 

• The entire standard to the extent that it relates to water stock that was not purchased by 
the municipality. 


Accounting Policy for Swellendam Municipality for the year ended 30 June 2009 
Page 17 


1.18 Financial instruments 

Financia! instruments recognised on the balance sheet include trade and other receivables, 
cash and cash equivalents, annuity loans and trade and other payables. 

The Minister of Finance has, in terms of General notice 522 of 2007 exempted compliance iv/fft 
AC 144 (Financial Instruments: Disclosure). For AC 133 (Financiai Instruments: Recognition 
and Measurement) the initial measurement of financial assets and liabilities at fair value is 
exempted. [SAICA Circular 09A}6 paragraphs 43, AG 79, AG 64 and AG 65 of AC 133} 

1.18.1 Initial Recognition 

Financial instruments are initially recognised at fair value. 

1.18.2 Subsequent Measurement 

Financial Assets are categorised according to their nature as either financial assets at 
fair value through profit or loss, held-to-maturity, loans and receivables, or available for 
sale. Financial Liabilities are categorised as either at fair value through profit or loss or 
financial liabilities carried at amortised cost ("other”). The subsequent measurement of 
financial assets and liabilities depends on this categorisation and, in the absence of an 
approved GRAP Standard on Financial Instruments, is in accordance with IAS 39. 

1.18.2.1 Investments 


Investments, which include listed government bonds, unlisted municipal bonds, fixed 
deposits and short-term deposits invested in registered commercial banks, are 
categorised as either held-to-maturity where the criteria for that categorisation are 
met, or as loans and receivables, and are measured at amortised cost. Where 
investments have been impaired, the carrying value is adjusted by the impairments 
are calcuiated as being the difference between the carrying amount and the present 
value of the expected future cash flows flowing from the instrument. On disposal of 
an investment, the difference between the net disposal proceeds and the carrying 
amount is charged or credited to the Statement of Financiai Performance. 

1.18.2.2 Trade and Other Receivables 

For amounts due from debtors carried at amortised cost, the municipality first 
assesses whether objective evidence of impairment exists individually for financial 
assets that are individually significant, or collectively for financial assets that are not 
individually significant. Objective evidence of impairment includes significant financial 
difficulties of the debtor, probability that the debtor will enter bankruptcy or financial 
reorganisation and default or delinquency in payments (more than 90 days overdue). 
If the municipality determines that no objective evidence of impairment exists for an 
individually assessed financial asset, whether significant or not, it includes the asset 
in a group of financial assets with similar credit risk characteristics and collectively 
assesses them for impairment. Assets that are individually assessed for impairment 
and for which an impairment loss is, or continues to be, recognised are not included 
in a collective assessment of impairment. 

If there is objective evidence that an impairment loss has been incurred, the amount 
of the loss is measured as the difference between the asset’s carrying amount and 
the present value of estimated future cash flows (excluding future expected credit 
losses that have not yet been incurred). The carrying amount of the asset is reduced 
through the use of an allowance account and the amount of the loss is recognised in 
the Statement of Financial Performance, Interest income continues to be accrued on 
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the reduced carrying amount based on the original effective interest rate of the asset 
Loans together with the associated allowance are written off when there is no 
realistic prospect of future recovery and all collateral has been realised or has been 
transferred to the munldpality. If, in a subsequent year, the amount of the estimated 
impairment loss increases or decreases because of an event occurring after the 
impairment was recognised, the previously recognised impairment loss is increased 
or reduced by adjusting the allowance account If a future write-off is later recovered, 
the recovery is recognised in the income statement 

The present value of the estimated future cash flows is discounted at the financial 
asset's original effective interest rate, if materia t If a loan has a variable interest rate, 
the discount rate for measuring any impairment loss is the current effective interest 
rate, 

1^18.2.3 Trade Pavabfes and Borrowings 

Financial liabilities consist of trade payables and borrowings. They are categorised 
as financial liabilities held at amortised cost, are initially recognised at fair value and 
subsequently measured at amortised cost using an effective interest rate, which is 
the initial carrying amount, less repayments, plus interest 

tl8.2.4 Cash and Cash Equivalents 

Cash includes cash on hand (induding petty cash) and cash with banks. Cash 
equivalents are short-term highly liquid investments, readily convertible into known 
amounts of cash that are held with registered banking institutions with maturities of 
three months or less and are subject to an insignificant risk of change in value. For 
the purposes of the cash flow statement, cash and cash equivalents comprise cash 
on hand, highly liquid deposits and net of bank overdrafts. The municipality 
categorises cash and cash equivalents as fmancial assets: loans and receivables. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank 
overdraft are expensed as incurred. Amounts owing in respect of bank overdrafts 
are categorised as financial liabilities: other financial liabilities carried at amortised 
cost. 

1.1B.3 De-recagnition of Financial Instruments 

T18.3.1 Ffnanciai Assets 

A financial asset (or, where applicable a part of a financial asset or part of a group of 
similar financial assets) is derecognised when: 

• the rights to receive cash flows from the asset have expired; or 

• the municipality has transferred its rights to receive cash flows from the asset 
or has assumed an obligation to pay the received cash flows in full without 
material delay to a third party under a 'pass-through' arrangement; and either 
(a) the municipality has transferred substantially all the risks and rewards of the 
asset, or (b) the municipality has neither transferred nor retained substantially 
all the risks and rewards of the asset, but has transferred control of the asset. 

When the municipality has transferred its rights to receive cash flows from an asset or 
has entered into a pass-through arrangement, and has neither transferred nor 
retained substantially all the risks and rewards of the asset nor transferred control of 
the asset, a new asset is recognised to the extent of the municipality's continuing 
involvement in the asset. 

Continuing involvement that takes the form of a guarantee over the transferred asset 
is measured at the lower of the original carrying amount of the asset and the 
maximum amount of consideration that the municipality could be required to repay. 
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When continuing involvement takes the form of a written and/or purchased option 
(including a cash settled option or similar provision) on the transferred asset, the 
extent of the municipality’s continuing involvement is the amount of the transferred 
asset that the municipality may repurchase, except that in the case of a written put 
option (including a cash settled option or similar provision) on an asset measured at 
fair value, the extent of the municipality’s continuing involvement is limited to the 
lower of the fair value of the transferred asset and the option exercise price. 

1.18.3.2 Financial Liabilities 

A financial liability is derecognised when the obligation under the liability is 
discharged or cancelled or expires. 

When an existing financial liability is replaced by another from the same lender on 
substantially different terms, or the terms of an existing liability are substantially 
modified, such an exchange or modification is treated as a de-recognition of the 
original liability and the recognition of a new liability, and the difference in the 
respective carrying amounts is recognised in the Statement of Financial 
Performance. 

1 .1 8.4 Offsetting of Financial instruments 

Financial assets and financial liabilities are offset and the net amount reported in the 
Statement of Financial Position if, and only if, there is a currently enforceable legal right 
to offset the recognised amounts and there is an intention to settle on a net basis, or to 
realise the assets and settle the liabilities simultaneously. 

1.19.5 Impairment of Financial Assets 

The Municipality assesses at each reporting date whether there is any objective 
evidence that a financial asset or a group of financial assets is impaired. A financial 
asset or a group of financial assets is deemed to be impaired if, and only if, there is 
objective evidence of impairment as a result of one or more events that has occurred 
after the initial recognition of the asset (an incurred ‘loss event’) and that loss event has 
an impact on the estimated future cash flows of the financial asset or the group of 
financial assets that can be reliably estimated. Evidence of impairment may include 
indications that the debtors or a group of debtors is experiencing significant financial 
difficulty, default or delinquency in interest or principal payments, the probability that 
they will enter bankruptcy or other financial reorganisation and where observable data 
indicate that there is a measurable decrease in the estimated future cash flows, such 
as changes in arrears or economic conditions that correlate with defaults. 

1.19 Borrowing Costs 

Borrowing costs directly attributable to the acquisition, construction or production of qualifying 
assets, which are assets that necessarily take a substantial period of time to get ready for the 
intended use or saie, added to the costs of these assets, untii such time as the assets are 
substantially ready for their intended use of sale, investment income earned on the temporary 
investment of specific borrowings pending their expenditure on qualifying assets is deducted 
from the borrowing costs eligible for capitalisation. 

Ail other borrowing costs are recognised in the Statement of Financial Performance in the 
period in which they are incurred. 

1.20 Revenue Recognition 

Service charges relating to electricity and water are based on consumption. Meters are read on 
a monthly basis and are recognised as revenue when invoiced. Provisional estimates of 
consumption are made monthly when meter readings have not been performed. The 
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provisional estimates of consumption are recognised as revenue when invoiced. Adjustments 
to provisional estimates of consumption are made in the Invoicing period in which meters have 
been read. These adjustments are recognised as revenue in the Envoicing period. Revenue 
from the sale of electricity prepaid meter cards are recognised at the point of sale. Due to 
technical difficulties consumption after this period until the end of the reporting period can not 
reliably be measured. 

Service charges relating to refuse removal are recognised on a monthly basis by applying the 
approved tariff to each property that has improvements. Tariffs are determined per category of 
property usage 

Service charges from sewerage and sanitation for residential and business properties are 
levied monthly based on a fixed tariff. 

Interest on outstanding accounts is recognised on a time proportion basis. 

Rentals are recognised on a straight tine basis. 

Revenue arising from the application of the approved tariff of charges is recognised when the 
relevant service Is rendered by applying the relevant tariff. This includes the issuing of licences 
and permits. 

Interest earned on investments is recognised in the Statement of Financial Performance on a 
time proportionate basis that takes into account the effective yield on the investment Interest 
earned on the following investments is not recognised in the Statement of Financial 
Performance: 

• Interest earned on unutilised conditional grants is allocated directiy to the unutilised 
conditional grant creditor, if the grant conditions indicate that interest is payable to the 
funder. 

Revenue from the sale of goods is recognised when ali the following conditions have been 
satisfied: 

• The municipaiity has transferred to the buyer the significant risks and rewards of 
ownership of the goods, 

• The municipality retains neither continuing managerial involvement to the degree usually 
associated with ownership nor effective control over the goods sold. 

• The amount of revenue can be measured reliably. 

• It is probable that the economic benefits or service potential associated with the 
transaction will flow to the municipality. 

income for agency services is recognised on a monthly basis once the income collected on 
behalf of agents has been quantified. The income recognised is in terms of the agency 
agreement. 

Revenue from public contributions is recognised when all conditions associated with the 
contribution have been met or where the contribution is to finance property, plant and 
equipment, when such items of property, plant and equipment is brought into use. Where 
public contributions have been received but the municipality has not met the condition, a liability 
is recognised 

Revenue from non-exchange transactions 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. 
Accounts are being billed monthly and is payable in monthly instalments, unless arrangements 
were made by the debtor to be billed annually in which case the full amount owing is payable by 
30 September of the reporting period. Collection charges are recognised when such amounts 


